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SUMMARY OF BILL

This bill would provide a $20,000 deduction from gross income for residents 65
years and older.

SUMMARY OF AMENDMENT

The March 12, 1998, amendment provided that the $20,000 would no longer be an
exclusion from earned taxable income, but a deduction from gross income.  Also,
it eliminated the requirement that the $20,000 amount would be added back into
the taxpayer’s taxable income for the purposes of calculating the taxpayer’s tax.

This amendment resolves the department’s implementation concerns.  However, the
department’s technical concern still applies and is provided below with
modifications to reflect the amendments.  Also, the new revenue estimate is
provided.  Other than these changes, the department’s analysis of AB 1618 as
introduced January 5, 1998, still applies.

Technical Consideration

This bill would provide a taxable income exemption for a resident individual
who is at least 65 years of age.  However, it is unclear whether the
resident individual must have attained 65 years of age prior to the
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beginning of the taxable year or by the last day of the taxable year.

Tax Revenue Estimate

Revenue losses under the Personal Income Tax Law are estimated to be as
follows:

Effective Tax Years After December 31, 1997
Assumed Enactment After June 30, 1998

(in millions)
1998-9 1999-0 2000-1
($1,215) ($895) ($910)

This analysis does not consider the possible changes in employment, personal
income, or gross state product that could result from this measure.

The above revenue impact was based on the personal income tax model for
taxpayers claiming the over 65 exemption credit.

Tax Revenue Discussion

The following table indicates the revenue losses by taxable years.  This
analysis does not consider the possible changes in employment, personal
income, or gross state product that could result from this measure.  Some
taxpayer behavior would be expected (i.e. reporting additional income due to
the tax reduction), but would be minor (gains less than $500,000 annually).

Taxable Years
(in millions)

1998 1999 2000
($860) ($890) ($905)

The estimate for the first fiscal year (1998-9) includes all of the 1998 tax year
impact plus 40% of the 1999.

Board Position

Neutral.

At its March 26, 1998, meeting the Franchise Tax Board voted 2-0 to take a
position of neutral on this bill, with Robin J. Dezember, on behalf of Member
Craig L. Brown, abstaining.


